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(3) For borrowers with more than one
loan, the extra payment will be applied
to the account secured by the lowest
priority of lien on the property from
which the extra payments was ob-
tained. Any balance will be applied to
other Agency loans secured by the
property from which the extra pay-
ment was obtained.

(4) For assessment bonds, see para-
graph (k) of this section.

(g) The place of payments on bonds
purchased by the Agency will be deter-
mined by the Agency.

(h) Redemptions. Bonds will normally
contain customary redemption provi-
sions. However, no premium will be
charged for early redemption on any
bonds held by the Government.

(1) Additional revenue bonds. Parity
bonds may be issued to complete the
project. Otherwise, parity bonds may
not be issued unless acceptable docu-
mentation is provided establishing that
net revenues for the fiscal year fol-
lowing the year in which such bonds
are to be issued will be at least 120 per-
cent of the average annual debt serv-
iced requirements on all bonds out-
standing, including the newly-issued
bonds. For purposes of this section, net
revenues are, unless otherwise defined
by State statute, gross revenues less
essential operation and maintenance
expenses. This limitation may be
waived or modified by the written con-
sent of bondholders representing 75 per-
cent of the then-outstanding principal
indebtedness. Junior and subordinate
bonds may be issued in accordance
with the loan resolution.

(j) Precautions. The following types of
provisions in debt instruments should
be avoided:

(1) Provisions for the holder to manu-
ally post each payment to the instru-
ment.

(2) Provisions for returning the per-
manent or temporary debt instrument
to the borrower in order that it, rather
than the Agency, may post the date
and amount of each advance or repay-
ment on the instrument.

(3) Provisions that amend covenants
contained in RUS Bulletins 1780-27 or
1780-28.

(4) Defeasance provisions in loan or
bond resolutions. When a bond issue is
defeased, a new issue is sold which su-

7 CFR Ch. XVII (1-1-12 Edition)

persedes the contractual provisions of
the prior issue, including the refi-
nancing requirement and any lien on
revenues. Since defeasance in effect
precludes the Agency from requiring
refinancing before the final maturity
date, it represents a violation of the
statutory refinancing requirement;
therefore, it is disallowed. No loan doc-
uments shall include a provision of de-
feasance.

(k) Assessment bonds. When security
includes special assessment to be col-
lected over the life of the loan, the in-
strument should address the method of
applying any payments made before
they are due. It may be desirable for
such payments to be distributed over
remaining payments due, rather than
to be applied in accordance with nor-
mal procedures governing extra pay-
ments, so that the account does not be-
come delinquent.

(1) Multiple debt instruments. The fol-
lowing will be adhered to when pre-
paring debt instruments:

(1) When more than one loan type is
used in financing a project, each type
of loan will be evidenced by a separate
debt instrument or series of debt in-
struments;

(2) Loans obligated in different fiscal
years and those obligated with dif-
ferent terms in the same fiscal year
will be evidenced by separate debt in-
struments;

(3) Loans obligated for the same loan
type in the same fiscal year with the
same term may be combined in the
same debt instrument;

(4) Loans obligated in the same fiscal
year with different interest rates that
will be closed at the same interest rate
may be combined in the same debt in-
strument.

[62 FR 33478, June 19, 1997, as amended at 64
FR 29947, June 4, 1999]

§1780.95 Public bidding on bonds.

Bonds offered for public sale shall be
offered in accordance with State law
and in such a manner to encourage
public bidding. The Agency will not
submit a bid at the advertised sale un-
less required by State law, nor will ref-
erence to Agency’s rates and terms be
included. If no acceptable bid is re-
ceived, the Agency will negotiate the
purchase of the bonds.
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